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medical benefits when a carrier be-
comes insolvent and such obligations
are not otherwise fully secured by a
State guaranty fund. Any gap in State
guaranty fund coverage will have a di-
rect effect on the amount of security
the Office will require a carrier to post.
As used in this subpart, the terms ‘‘ob-
ligations under the Act’” and “LHWCA
obligations” mean a carrier’s liability
for compensation payments and med-
ical Dbenefits arising under the
Longshore and Harbor Workers’ Com-
pensation Act and any of its exten-
sions.

§703.202 Identification of significant
gaps in State guaranty fund cov-
erage for LHWCA obligations.

(a) In determining the amount of a
carrier’s required security deposit, the
Office will consider the extent to which
a State guaranty fund secures the in-
surance carrier’s LHWCA obligations
in that State. When evaluating State
guaranty funds, the Office may con-
sider a number of factors including, but
not limited to—

(1) Limits on
amounts;

(2) Limits on aggregate maximum
benefit amounts;

(3) Time limits on coverage;

(4) Ocean marine exclusions;

(5) Employer size and viability provi-
sions; and

(6) Financial strength of the State
guaranty fund itself.

(b) OWCP will identify States with-
out guaranty funds and States with
guaranty funds that do not fully and
immediately secure LHWCA obliga-
tions and will post its findings on the
Internet at htip:/www.dol.gov/esa/owcp/
dlhwc/lstable.htm. These findings will
indicate the extent of any partial or
total gap in coverage provided by a
State guaranty fund, and they will be
open for inspection and comment by all
interested parties. If the extent of cov-
erage a particular State guaranty fund
provides either cannot be determined
or is ambiguous, OWCP will deem one
third (33% percent) of a carrier’s
LHWCA obligations in that State to be
unsecured. OWCP will revise its find-
ings from time to time, in response to
substantiated public comments it re-
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§703.203

ceives or for any other reasons it con-
siders relevant.

§703.203 Application for security de-
posit determination; information to
be submitted; other requirements.

(a) Each insurance carrier authorized
by OWCP to write insurance under the
LHWCA or any of its extensions, and
each insurance carrier seeking initial
authorization to write such insurance,
must apply annually, on a schedule set
by OWCP, for a determination of the
extent of its unsecured obligations and
the security deposit required. The ap-
plication must be addressed to the
Branch of Financial Management and
Insurance (Branch) within OWCP’s Di-
vision of Longshore and Harbor Work-
ers’ Compensation, and be made on a
form provided by OWCP. The applica-
tion must contain the following:

(1) Any carrier seeking an exemption
from the security deposit requirements
based on its financial standing (see
§703.204(c)(1)) must submit documenta-
tion establishing the carrier’s current
rating and its rating for the imme-
diately preceding year from each insur-
ance rating service designated by the
Branch and posted on the Internet at
hitp://www.dol.gov/esa/owcp/dlhwce/
Istable.htm.

(2) All other carriers, and any carrier
whose exemption request under para-
graph (a)(1) of this section has been de-
nied, must provide—

(i) A statement of the carrier’s out-
standing liabilities under the LHWCA
or any of its extensions for its LHWCA
obligations for each State in which the
obligations arise; and

(ii) Any other information the
Branch requests to enable it to give the
application adequate consideration in-
cluding, but not limited to, the reports
set forth at §703.212.

(b) If the carrier disagrees with any
of OWCP’s findings regarding State
guaranty funds made under §703.202(b)
as they exist when it submits its appli-
cation, the carrier may submit a state-
ment of its unsecured obligations based
on a different conclusion regarding the
extent of coverage afforded by one or
more State guaranty funds. The carrier
must submit evidence and/or argument
with its application sufficient to estab-
lish that such conclusion is correct.
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